GERMANY: THE ECONOMIC PROBLEM

The means by which the dollar gap can be closed are substan-
tially the same for western Germany as for the rest of western
Europe. The area must either reduce its imports of goods and
services from the dollar area or expand its exports to the dollar
area, directly or indirectly. What are the prospects of this being
done? Fortunately prospects have decidedly improved during
the past year.

We have grown accustomed to pessimism with regard to the
possibilities of closing the dollar gap. I can remember looking at
the prospects for its closing when I was in Paris early in 1948
helping to set up the ECA in Europe. At that time the dollar
gap was some eight billion dollars instead of five. Both indus-
trial and agricultural production were still below the prewar
level then. There were still severe shortages of food, coal, steel,
railway equipment, and many other essentials. Intra-European
trade was far below prewar levels. Substantially all Marshall
Plan countries except the United Kingdom were still importing
more from the United States than they had before the war.
This largely reflected their inability to obtain from one another
what they had been accustomed to before the war. In a word, in
Paris in 1948, I thought the prospects of closing the dollar gap
by 1953 in any orderly fashion were most unpromising.

By now, however, even this second half of the problem of the
Marshall Plan shows substantial signs of progress toward solu-
tion. One could almost say that, while we were talking about the
near-impossibility of closing the dollar gap, great progress in the
process of closing it was taking place. It is true that gravely dif-
ficult problems in this connection remain.

How is progress toward closing of the gap taking place? Pri-
marily, it is true, through a decline in exports from the United
States. This reflects both a decline in exports to Europe and a
decline in exports to areas in which United States exports com-
pete with European exports. There is a tendency in some circles
to regard this decline in our exports as a catastrophe, both for
us, domestically, and for Europe. I do not believe this is so. It
is well-nigh impossible to point out important quantities of es-
sential goods which Europe needs from the United States and
which Europe is not currently receiving or will not continue to
receive under the reduced schedules of ECA aid during the
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